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AbpotKaAcT 


This thesis provijes a synopsis of the "Resources 


Management System’ (RMS) which is currently in use at many 
Navy shore activitiss. The information is presented in 
manual format so that it can be used as &@ guide tc the 
Resources Management System. The manual provides insight 


into the backgrcund of RMS and provides a concise view of 
RMS operations at the local command level. The manual is 
focused at the local command tevel because the greatest 
number of RMS participants are at that level. The overview 
Pgnisghts relationships within tha system and provides a 


view of the RMS reporting requirémenis. 
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A. GENERAL 


Since its inception in 1947 th2 Department of Defense 
(DOD) has been faced with the need for accurate and timely 
information for Management use. This need has been met with 
a variety of systems. One of those systems, the Resources 
Management System (RMS), was implemented in July cf 1967 as 
an integrated approach t) budgeting, accounting, and the 
reporting of expenses within the Jparation and Maintainance 


appropriations of the military services. 


Be. OBJECTIVE 


The cbhjective of this thesis is to provide an cverview 
Of RMS as it applies to the Operatisa and Maintainance (O&M) 
appropriation of the Department of the Navy (DON). Current 
meer matOon, regulations, and policiss pertaining to RMS are 
contained in the the Navy Tcomptroller's Manual, Naval Supply 


tems Mand Pu ications, anc er 2elaxsed, last ruceiron 
Systems Command Publication SiGe Otiorm Seles eq 1TimSstriecrens 


and Navy notices. The pcimary reference for RMS is NAVSO 
P-3006-1, Financial Management of Resources (Shors 
Activities). This thesis presents a compilation of these 


sources of information tc present a nanuai which can be used 


as a reference fcr RMS witnin the DON. 


The manual feccusesS prinarily on the local command level 
Since the greatest number of RMS participants are at that 
level. The manual includes background information leading 
up to the establishment of RMS and provides a concise view 
of RMS operations at the local command level. The overview 
highlights relationships within the syste 


ad provides 3a 
J 


m 
view of the RMS reporting requirements including the Uniforn 





Management Reporting (UMR) system. The manual is intended 
not only to be a guide for those unfamiliar with RMS and but 
in 


also as a reference for those who are knowledgable the 


j-4 


areae 


C. SOURCES 


The Navy Comptroller's Manuals, Naval Instructions, and 
Naval Notices are the main sources 9f information for this 
manual. O2niekereretvan. DUDE icCacitons, including the text of 
fme Practical Ccmptrcilership Courss (PCC) from the Naval 
Postgraduate School and several theses from that institution 
were reviewed to obtain the necessary information. This 
information is, MOE tCiesMOcCt 9 Pabt,  ceadaiy available to 
local commands, it is however, fragmented and requires 3 
great deal of time to reseatch. This manuai seeks to limit 


that loss of time. 


De ORGANIZATION 


mes meaniwial Consists 9f in dur (4) chapters. Pach 
chapter can be used as 32 reference to the section of RMS 
covered in the chapter. Ene elepeers together cover RMS as 
lt applies to the Operations and Mainteinance, Navy (0O&M,N) 
appropriation. The four chapters are: 

Memon ine bLoduccion to Ehe RAS, 

yeeAcCCOUNntLOgG in RMS, 

3) What is in RMS, 

4) How the System Works. 

The author offers conclusions and observations based 
upon his interpretation of the available sources of informna- 


m0 Te 





This manual provides an overview of the Resources 
Management System (RMS) Currently being used by Navy 
commands ashore funded with the Operations and Maintainance, 
Navy (O&M,N) appropriation. Fhe Wanual highlights RMS, its 
uses, capabilities, and reports. The Uniform Management 
Reporting system (UMR) MiGmeLes wet ODOrts are Covered ~ £5 
aquaint the user with the potential of that systen. 

The manual is divided into 4 chapters, which comprise a 
complete overview to RMS. The four chapters are: 

Mien eo hOGguet lon tO RMS (this shapter) , 

2) Accounting in RMS, 

3) What is in RMS, 

4) How the System Works. 

This introductory chapter contains a synopsis of the 
History of RMS, the Appropriations included, Funds Flows as 
they relate to a command, and a terninology and definitions 
section. This manual is intended for use at the activity 
level as a ready referenc2 and pcessibly for instructional 
pur poses. At higher levels it can be used in much the same 


Way, with more emphasis cn the instructional aspect. 


A. BACKGROUND AND HISTORY 


The first comptroller of the Defense Department, Mr. 
we. McNeil, daid the evolutionary groundwork for RHS 
through his efforts to obtain a 'Performance Type Budget!. 
During the mid 1960's the systems begun by Mr. McNeil were 
verticaliy integrated to establish a2 link between Planning, 
meogtamming, and Budgeting of operations and field execution 


and reporting of these operations. This integration was 
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accomplished through Project Prim (Priority Management 
Efforts). RMS is the result of that effort and is an inte- 
grated budgeting, accounting, and reporting system that 
monitors the use the Navy's expense type resources. 

Prior to RMS, resources were provided to local Navy 
commands in the form of numerous allotments for specific 
areas or items. Each allotment required separate accounting 
and reporting to the fund's grantor {who may or may not have 
been directly invoived in the chain cf command to the local 
activity involved). Two examples which illustrate the 
variety cf allotments a command might have at any given time 
are: an allotment for postage stamps (from the Navy 


Administrative Office) and, property maintainance (from what 


was then equivalent to Engineering Field Divisions, the 
Bureau of Yards and Docks). Among Other ehings, the alloz- 
ment from the Claimant might include an amount for 


provisions instead of general supplies, these amounts could 
not be interchanged. Pmece type OL, Fund =mq contributed to 2 
chain of command probiem wherein those responsible for the 
operations and supervision of arn activity (the operational 
claimants), were not necessarily included in the funding 
chain for large amounts of funds being expended in the oper- 
ation of that activity. As a result the local commander had 
Mattle flexibility line) Otehastrating the Exscieson of 
resources at his command [Ref. 1]. 

As stated earlier the Resource Management System was 
implemented within the Department of Defense in Fiscal Year 
1968 through an effort known as Project Prime. =. Rober: 
N. Anthony, the Assistant Secretary 2f Defense (Comptroller) 
at that time, was tasked in 1965 to make major changes to 
DOD programming, budgeting and accounting systems. RMS (in 
almost its present form) was the result of this effort. 
Related systems were also reviewed in the areas of inventory 


Management, capital equipment acquisition, and reporting 
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systems. These actions w2re based in part on an Executive 
Branch request by President Johnson (24 May 1966) fOr al) 
Federal Agenciss to accelerate the Joint Financial 
Improvement Program. Many of thes? acticons stem from the 
recommendations of the two Hoover Commissions (1947 and 
1953), the requirements of the National Security Act (1949), 
and the Budget and Accounting Procedures Act (1950). 

For a period of about ten years after RMS was imple- 
mented ipa, FS Ca A Year 1968 there was no overall 
co-ordination of management reports used in &MS. This 
vacuum led to a proliferation of local and claimant specific 
reports. To alleviate this problam a system was designed to 
consolidate and standardiz= management reports which could 
normally be expected to be extracted from the RMS database. 
This system of reports is today cailed the Uniform 
Management Reporting System (UMR). UMR was implemented in 
Fiscal Year 1977 as a supolement t9 RMS to provide specific 
fPanpancial information for local commands and claimants. fhe 
System consolidates several previscus NAVCOMPT zrsports, 
routinely compares actual performanze to the budget, and 
eliminates much of the need for the manuel ovoreparation of 
Teports from the availabl2= command ditabase. Th? UMR syste 
can produce up to seven basic report formats which display 


financial type information about local commands. 


Be. APPROPRIATIONS COVERED BY RMS 


As stated above, this nanual focuses on the O&M,N appro- 
Priation as it is used at the local command ievel. Lis 
funding is used for the operation and maintainance of a 
command. The Expense Operating Budget (EOB) aqranted by 
higher authority is the total amount of expense type funds 
available to a command for a given fiscal year, except for 


the additional funds gained by the amount of reimbursable 
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orders accepted cr reimbursable work performed, billed and 
collected. The EOB is issued to a command to fund the 
expenses incurred for its operation. A command may attempt 


to gain investment type funding through specific allotments 
for special prcjects, investment equipment procurement 
(Other Procurement, Navy (OPN)), or new construction funded 
with the Wtiberacy Construct zon (MCON) aDPPOprE at Hon. 
However, the accounting for these funds is handled outsids 
the RMS accounting system The RMS accounting system covers 
only expense type asset consumption (e.g. civilian pay or 
supplies). It also inclujies reinbursable work accomplished 
Mean RMS activity which as accounted for within RMS. 
Reimbursable work is that work which is not required in an 
activity's mission statemant. fe) 2s perrormed form che 
requestor and billed to that requestor for the amount of 
variable costs (normally), for the work completed. 

The two major expens? appropriations within DOD are 
Operations and Maintainance (O&M), and Military Personnel 
(MP). New Obligaticonal Authority (NOA), that amount the 
commanding officer may lagally obligate, does not include 
reimbursements and military personnel expense. Thesé items 
must be estimated and suvoported in the submission of 32 
command's budget. The OfHeEt  APprapriations are rnormaily 
considered investment type funding. 

When RMS was a ind: considerable effort was 
devoted to differentiating between investment and expense 
costs. Uniform criteria were established by DOD to distin- 
guish the costs of ongoing operations (expenses) from those 
costs associated with tne acquisition of long lived assets 
(investments). Investment costs normally lead to long run 
benefits as opposed to current operations. 

Expenses are defined as labor costs, material consumed, 
and services received, except when used in the production of 
investment equipment. The NAVCOMPT Manual gives detailed 
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PNothUucclons iIoOr eacmeclasslrYeition of ‘costs by the 
expense/investment criteria. Some 2xamples in the expenss 
area include: salaries and wages of amployees, end items of 
equipment costing less than $3,000, non-repairable parts 
including those in support of aircraft and missles, food, 
eildthing, petroleum and lubricants, furniture, furnishings 
and galley and mess equipment that are moveable in nature. 
Other costs that are notmally expenses are maintainance and 
Bepatr of real property, rantals and services [Ref. 2: 
section 4060]. 

Investment costs are normally those associated: with the 
acquisition of eéquipment and real property. Yncluded in 
this area are the cost of major 2nd items of equipment, 
other end items of equipment costing more than 53,000; 
centrally managed spare parts and assemblies; and the 
Memseric-10n, mcedification and maintainance that resultsiin 
an improvement of the basic character, purpose or opera- 
Monal Capacity f[Ref. 2: section 4060]. Further definitions 
and instructions are contained in the current issuance of 
SECNAVINST 7040.6 and the NAVCI HPT MANUAL. 

Pence ece PEaite haa “WS basic gsals in accounting for 
Military personnei, 1) inelude all military personnel 
services of a mission/organization it apumae ts souaqet.,. land 
2) charge all military personnel (with a few exceptions) +95 
pepcogram, project and/or function ia accordance with actual 
duties. 

At the time RMS was planned thz2 intent was to combine 
the Military Personnel, Navy (MPN) and the O&M,N appropria- 

ions. Ro cmeeosemeviaens in the inclusion of wmildéary 
Memoonne! expense in the reporting sf operational costs of 
ame activity. The DOD budget for Fiscal Year 1968 was 
Supmitted to Congress in this fashion by the Assistant 
Peccctalry of Defense (Comptrolier). The Congress did not go 


peng With this concept partially due to a juristictional 





dispute among the various appropriation committees involved 
in the funding of the Defense Departnent (Ref. 3]. Had t 
combination taken place the responsibility center might have 
gained considerably mors operational flexibility in spending 
command funds. Even without this consolidation, commands 
are still required to report statistical data on military 
personnel expenses in their cperation. This report has 
helped to emphasize that military pstsonnel are cot a ‘free! 
resource, and has enabled both DOD and the Navy +¢+o more 
realistically determine th= true cost of operations. Even 
though military personnel axpenses ar2 still funded chrough 
the Military Personnel appropriation (MPN) ard not the O&¢ 
appropriation they are statistically costed for éach respon- 
Sibility center to determine tne ‘true! cost of a services or 


miinct ion. 


C. FUNDS FLOW 


Each command receives its funds as the result of ths 
funds * PLOW uneouga che Chain of comnand. A brief d¢scrip- 
tion of that chain helps in understanding how each command 
receives its funds. 

Funds flow starts with the passage of the appropriation 
legislation py the Congress ard the signing Cheese ne 
Appropriation Act by the President. Following Presidential 
Signature the Treasury Department issues an 2ppropriation 
Warrant (which sets up an accounting structure for e¢éach 
appropriation within the Ireasury) Seng  CRe «4 pine Oo Dhiaeaoen 
humber. The Comptrollsr Generali (Head of the General | 
Accounting Office (GAO)) countsrsigns all warrants issued by 
Treasury. The warrant is then passad from Treasury to the 
Office of Management and Budget (OMB) where 1t iS appor- 
tioned by fiscal period (in the case of O&M it is further 


MeskeN Into quarteriy obligational constraints), and then 


15 





ala 
| 
oa eile 


TREASO RY 


NAVD MPD 


ae 


i 
aa 


ee tg ie ee ee eee ee es mn I ee li ee ee Se —— | 


| 
ARCSIVET LES 


© 
cs 
Le) 
i 
( 
i 
! 
j 
( 
* 
V 


o—_. 


el) (Eales ee ee 





Figure 2.1 Funds Flows. 


passed to the Secretary of Defense (SECDEF) who further 


allocates the apfropriation to the various services. 


<3 


In the Navy's case, Sneeeeemoas fron the SECDES ars 
passed to the Secretary of +he Navy (SECNAV). The 
Comptroller of the Navy, a member of the SECNAVY staféi, 


passes these funds to £232 Chiet of Naval Operations (CNO). 
The cCNO in turn allocatas them to the various claimants 
(e.g. CHNAVMAT, CINCPACFLI, BUMED). These claimants then 
issue Expense Operating Budgets (E0B) to field activities 
known as responsibility seanters in the RMS concept of O&MN 


pundang. Legal limitations in the forn of Section 3679 R.S. 





responsibility goes with those funds to the field activity 
levei (with the £03). Most responsibility centers further 
subdivide responsibility for these funds by the issuance of 
operating targets (called OPTARS) to their cost centers. 
Figure 2.1 depicts the flow of funds from th2 Congressional 


level to that o£ the claimant. 


De. DEFINITIONS 


The following definitions are provided to enhance under- 
standing of RMS. With the use of acronyms and abbreviations 
in the Navy, there exists areal possibility for misunder- 
standing. These definitions are, for the most part, taken 
from the Navy Comptrollers (NAVCOMPT) Manuals or other 
Meee al! publications, If the definz:tions provided are still 
unclear these manuals provide further, more detailed expla- 
naitions. 

Activity Group/Subactivity Group (AG/SAG): A structure 
Sean; fied by a two digit code which shows cost breakcuts by 
principle functicnal area. The AG/SAGS tepresent an inte- 
grated programming, budgeting, and accounting classification 
so UCcture. An AG LTeprésents a major function identified by 
eee claimant/subclaimant in a budget submission and will 
aggregate to a decision package in the budget. A SAG reore- 
sents a more detailed breakdown within czhe AG. The AG/SAG 
codes reflect primary breaxouts of financial data for use in 
programming, pudgeting, Management and accounting for 
expenses and gross adjusted obligations in the O&MN appro- 
Pera sion. The aAGs are generally used only at the 
Claimant/subclaimant level and above while SAGs are used at 
the responsibility center level and above. In otherwords 
the activity will normally manage to the SAG level rather 
than the AG level. Examples of the AG/SAG structure are: 

AG: H1, General Defense Intelligence 

SAG's 
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Hes, Pacific Command intelligence 


H4, Buropean Command Inteiilignce 
Hol, Atiantic Command Intellignece 
H6, Other Command Intelligence 

AG: SC, Procurement Operations 

SAG'S 

iS, Inspection and Testing 
2S Qualicty/ Reliability Assurance 
aR, Supply System Services 

Accrual Accounting: The methoi of accounting whereby 


revenue and expenses are ilentified with specific periods of 


time, such aS a month or y2ar, and ar2 recorded as incurred, 


along with acquired assets without regard to the date of 
receipt or payment of cash [Ref. 4: pq. 16]. 
Antideficiency Act, Ses 3678 BS (31 USC 628): thas law 


reguires that funds be spent only for the purpose for which 


they were appropriated. For exampl:, use of JEMN funds t9 
ipment violates Sec 3673 RS. 
3673 RS (31 USC 665): The law 


Which forbids anyone from obligating funds in excess of the 


= 
) 
procure Investment (OPN) sq 
2 


IQ « 


Antideficiency Act, § 


amount authorized, PEOVEdecerGa==el> =eporcing of “and the 
munashment for such obligations, EOSb2dS any contract oF 
Obligation in advance of an appropriation, and requires the 
apportionment of appropriations. 

Apportionments: A determination by the -Ofsaece oot 
Management and Budget (OMB) that Llinits the amount of obli- 
Gations that may be incurred in a specific time period 
during the fiscal year. SOrwweXano le, ahi appropria=2cn Of 
$10,000,000. may be apportioned to allow only 25 percent 
Obligations per quarter, or maybe 30, 25, 25, and 20 percent 


Tespectively, per quarter. 
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Appropriation: A Dart) “of, the MOCEOpELat:on Act 
f 





providing a mount of funds for specific purpose 


ic a 
Accounting Activity (AAA): An activity or 


speci 

Authorization 
command designated by the Navy Comptroller +o perform 
accounting for arother shore activity or itself. 

Budget: MeeeDlanroreoperations for a fiscal period in 
terms of sources and uses of funds, workload anticipated and 
historical data for an activity. 

Commitment: An administrative reservation of funds 
based upon firm procurement directives, orders, requisi- 
tions, authorization to issue travel orders, or requests to 
incur obligations without further action by th2 requestor. 

Cost Account: Accounts established to classify trans- 
actions by cost according tc the purpose of the transaction. 
Cost account codes are used to uniformly identify the 
contents in management reports throughout the Navy. 

Cost Center: A subdivision of a responsibility center 
for which identification of costs is desired and is amenable 


to cost control through on2 responsible supervisor. 


Direct Cost: Costs which aré incurred for and are 
readily identifiabie to spacific work or work assignments. 
Expenditures: The actual payment oof funds (a disburse- 


ment). A charge against available funds supported by an 
approved voucher, ciaim or document. 
Expenses: The costs of overaticn and maintainance of 
mec ivities. 
Expense Eier 
consumed in the functional/subfunctiosnal category or progran 


itd 


ent: Identifies the type of resource being 
element (e.g. 'A' military labor, 'T' supplies, 'U! civilian 
meOr) « 

Execution/Budget Execution: The operation and carrying 
out a program as contained in the approved budget. 


is) 





Functional/S ubfunctional Category (FC/SFC): A structure 





signified by codes which are designed to collect expense.and 
gtoss adjusted obligation information by functional area 
reeded by DOD. tiecmmims: CGigit 2s the functional category 
(FC) and the second is the subfunctional category (SFC). 


For example: 


Ee: Mis Medical Mission Operations 
SEG. VE, Patient Affairs 
YF, Dietetics 
YG, Pharmacy 
Nene, Laboratory 
FC; M, Maintainance of Ral Property 
S Pe: Sit, Recurring Maintainance 
M2, Non-recurring Maintainance 
Job Order: A local command system that identifies a. 


particular task cr function within a local command. The job 
order system provides for the accumulation of accrued 
expenses. This system must be able to produce accrued costs 
BeeeoAG, FC/SFC, CAC, and BE (:f necessary). The job order 
number (JON), is normally assigred to a specific segnent of 
a cost center's cperations. Cost centers may have numerous 
JONS. These JONS will normally relate +o a specific locai 
Management code. 

Local Management Code (LMQ: A codirg structure which 
provides local managers the ability to cod¢ and identify 
respective interrai management levels, tasks and operations. 
An example of this would be a local sode system that specif- 
ically identifies a cost center or arsa within a cost center 
such as dietetics operations within a hospital foodservics 
Operation or a specific building on a military compound. 
LMCs may be designed to relate to various CACS within the 


aeeounting structure. 
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al Authority (NOA): AUTHOESty CO incur 
obligations becoming newly available for a given year, 
autnorized by current and prior congressional action. 

Obligational Authorit Congressional authorization to 
procure goods and services within 32 specified amount by 
appropriation or other authorization, the administrative 
extension of such authority as by apportionment or funding, 
and the amount of authority so granted. 

Obligation: A legal reservation of funds and the duty 
to make a future payment. This occurs when an order is 
Blaced oF a contract is awarded for goods or services. 

Reimbursment s; Amounts received by an activity for ths 
cost of material, work or services provided to others, for 
@redit £O an appropriation or otaer fund account. 

Responsibility Center: DOD adsianes this as "...an 
organizational unit headei by an officer or supervisor who 
1s responsible fer the managemant of resources in the unit 
and who in most instances can Sidqnificantly influence the 
expenses incurred in the unit" [Ref. 5: sec 102, pg. 1-6) ]. 

Resources: Military and civilian personnel, material on 
hand and or on order, and the entitlement to procure or usa 
material, utilities, and services required fer the perforn- 
ance of the basic mission of the responsibility center and 
eriormed fcr others. 
delivered Orders: Any document or requisition meeting 
fm Criteria of anw obligation, issued for material of 
Services which has not yet been received by the ordering 
mec ivity. These are considered a legally binding contracts 
which have not been received or performed. 

Work Unit: A measure of output that expresses a volume 


of work; conversely manhours and dollars are measures of 


input required tc produce work units or perform work. 
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Tit. ACCOUNTING IN RNS 


The foundaticn for the complete system (RMS) is the 
expense account structure. This one basic structure 
provides complete integration for budgeting, accounting, and 
reporting [Ref. 63: pg. 7136]. This atcounting classification 


system overlays all phases of RMS operations so an under- 





— a a 
| | 
| | 
| | EE | EE | EE f | 
AG | | 
| SAG | 7 
FC | | 
Syae { | | 
| CAC | | 
| | 
| | 
—_ ey ceca ce pe ees es ete “aes comer Sas a ie ee eas m | 

Figure 3.1 Expense Account Structure. 
standing of the acccunting operation is essential. Tos 
[wo -em provides the local commands with the abilit to 


report costs in 4 basic formats: 

1) by program element, this identifies what progran 
1s uSing the resources, 

2) by Activity Group/Subactivity Group, which reflects 
the utilization of funds in the manner budqeted, 

Pyeeey Funct2cnal Category, that tells why or for what 
purpose the funds w2re used, 

4) by Expense Element, that tells what kind of resources 


were used. 


Ae 





2 EE EE GN ee yp Ne ee me ee 


. { 

| | 

{| TOT AL { ib | 8 { V i W | | 

| 

| CAC | es [= 3254 7 | 17 4 8 | | 

CAC | co | 18 | 17 ae 1) { gfe We | 

FC/SFC} 118 {| 504 24 {| 21 | 423 4 (subtotal) | 

{ 

| Cac | 30 i 10 | QO | 14 | 6 | | 

{ GAC | 4Q | | 23 | 2 | 10 | : 

| FC/SFC| 70 1 5a 23 VO 16 | (subtotal) | 

AG/SAG | 1 &8 f 605 | Q7 | 37 | So ie (rt OoraL) | 

q Se A EE Gi A ae SAE SE EDAD SEO <b> SD aE a Pann <a aan anes eee eee eee 
Figure 3.2 Accounting Classification Relationships. 


Figure 3.1 shows the basis structures of how the accounting 
eyocem builds rem the CAC to the As. At the fieid level 
Mmaemconptrcolier wili deal in the last three of the apove 
@aregories, the Cost Account Codes (CAC), (as shown in 


mgure 3.2), and the Lu&Cs. 


Ae BUDGET CATEGORIES 


With RMS béing designed to communicate between the 
various levels involved in a coded format (by category) an 
understanding of the relationships within RMS is necessary. 
The various budget categories provide for the communication 
of data in differing formats for these usets. 

A definition of the budget categories follows, (A more 
complete definition of each budget category is given in the 


previous chapter). 


Zo 





WinCE vairy Group (Asc) > > A Structure which shows vrin- 
ciple areas of activity which are desired by claimants for 


the administraticn of funds with RMS. For example: 


AG F3 Base Operations Support-Other 
SAGS Be Aircraft Flight Operations 
FE Payments to GSA 
FL Morale, Welfare and Recr¢sation 


2) Functional and Subfunctional Categories (FC/SFC): 2 
BEeecture Which describas the specific functicns being 
performed within activity groups (AG) and subactivity groups 
(SAG). The first digit is the funstional category and zhe 
second is the sultfunctional. HOt eXaliptec A, B, Cy, W, XX, 
and Y are FCs fer varicus mission dperations. SRCS salliong 
with the above FCs further define the segment of that func- 


tion. These are used to collect expenses by function. 


ay) Gos AccountwGod=s (CAC): Speie@atic cost accounts 
which have been estabiished to classify transactions 
according to purpose. The CACS are used to identify 


Mesrtecrmiy areas of effort and to. quantify work units in 
Management reports. These codes relate directly to subfunc- 


tional category codes. Exampias are as follows: 


SFC D1 Administration, Seneral 
CAC 1A00 Command 
1A10 Command and Executive Office 
1430 Public Affairs Office 


(D 
ay 
}-4 


Under the SFCS usad for the Maintainance of RB 


Peoperty 


SFCs MI1/M2 Maintainance ot Real Property 
CAG ~§ 71090 Bueiaangs 
7140 MRP of Stcrage Facilities 
7150 MRP cr Medical and Dental Facilities 


The CACS account for input in man-hours and output in work 
units [Ref. 7: section 4640]. In this example the CACs 1A00 
and 7100 are summary CACs and the CACs 1A10, 1A30, 7140, 
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7150, are the subsidiary accounts which can be totaled to 
the overall cost for the respective summary cost account. 

4) Expense Elements (EE): This code structure identi- 
fies the type of resource (input) being used. A singl?2 
digit code which is used along with the CACs and FC/SFCs to 
identify the costs by type within the accounting systen. 


Some common examrles are: 


EE Description 
A Cest of Military Personnel 
M Utilities and Rents 
Q Purchased services-other 
it Supplies 
U Civilian Labor 
5) Local Management Code (LMC): VeSeruc cure 0 watca 


provides local managers with the ability to code and iden- 
tify internal maragement levels, tasks, and operations. An 
example of this would be a local system <hat specifically 
maemtifies a cost center or an area within a cost center, 
such as dietetics operations within a hospital foodservice 
or a specific building on a military compound. 

The four preceding budget categories (AG/SAG, FC/SFC, 
Cac, and EE), aiong with local job order numbers and LMCs, 
are the foundaticns of the svstem. A local Job Order Number 


(JON) presents inrtormation which relates all of the catego- 


ries mentioned above and also =he tiscal year and 
ep cCOpriation. These are used t9 identié and summa ztize 
Costs within cost centers. It is necessary t9 understand 
how they relate to and build on 2ach cther in order to 


understand how RMS works. The CACS are the building blocks, 
Seomaepicted in rigure 3.2, relating to a specific FC/S?FC and 
consequently to a specific AG/SSAG. 

Figure 3.2 is an example of how the costs of vazious 
expense elementS , coSt account codes, and functional/s 


subfunctional categories add up to ene eal for an 
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activity/subactivity group. This type of format allows for 
mie SUMMarlzation Of costs by EE, CAC, FC/SFC, and AG, SAG. 
The NAVCOMPT Manual Volume 2 gives detailed descriptions of 
the CACs, including work units and how to count these work 


mets. 


Be EXPENSE ACCOUNTING SYSTEM 


The expense accounting system has its roots in a General 
Leiger, which is designed to accumulate the financial data 
required to operate the system and meet objectives of the 
accurate classification of costs by type of expense. The 
Structure of the General Ledger Ascounts allows for ths 
Maeeorm Classification of all accounting transactions by tha 
Classification and posting of transactions to the various 
accounts aS indicated by the type of account. The accounts 
in the General Ledger ar2 structured so as +0 indicate the 
Beneral classirication ani the title cf the account. The 
major classifications of acccunts are as indicated in the 
figure 3.3 The General Ledger structure (GLA) is a somewhat 
@aftferent system in that it deals with assets, liabilities, 
income, expenses, the memorandum/budgetary, and statistical 
accounts. Previous material deait only with the expenses of 
operations. 


The GLAS track three fiscal years, the current year plus 


the two prior years. Expenditures in the current year may 
Be a trerlection cf a prior year obligation. This system is 
designed to reflect that type of occurance. The GLA struc- 


ture follows transactions from commitment to obligation to 
expenditure. Each of these actions effects several of tha 


M@eeeun. categories within the SLA structure. 








| ! 
| Major Classification Account Series | 
| Asset Accounts 1000 - 1099 
| Liability Accounts PON OND, = 2 OISES, | 

Investment Accounts 3000 - 3099 | 
| Income Accounts 4QO00 - 4099 | 
| Expense Acccunts SON) ta US). | 
Memorandum/Budgetary Accts. 9000 - 9999 : 
Statistical Accounts 0900 - 0999 
= 





Figure 3.3 GLA Account Classifications. 


The asset accounts include operating budgets authorized, 


unexpended EOB, uncosted obligations, accounts receivabl2 


and various income 1c Counts from cther agencies. 
Liabilities are basically accounts payable, items that have 
been costed but not as yet expended. The investment 
‘accounts are the so called ‘declining balanc accounts. 


e! 
The balances decline as items (transactions) are expended. 


< 
An accounting entry in this series requires a contra entry 
in the 5000 series (expense accounts). Other entries in 
this series (3000) concern undelivered orders, and accrued 
expenditures. The income accounts (4000 series) show the 
various sources of incom? to an activity. The expense 
accounts (5000 series) contain the cest of work or service 
done for others. These are the exvenditures which decrease 
the amount of unexpended EOB. The memoerandum/budgetary 
accounts contain acccunzs receivable from other appropria- 
eLons, other federal agencies ani non-feder2l agencies. 
Reimbursement income from dutside sources is also contained 


in these accounts. The military personnel expense autherity 


“id | 





and availability, budgeted expense availability are included 
also. These accounts are used to complete the double entry 
accounting system for entries not included in the normal RMS 
funding chain. The statistical accounts (0900 series) give 
the information gathered from the accourting system needed 
to monitor the funds flew. These accounts include certain 
types of unpaid obligations, contingent liabilities for 
accrued leave (civilian), and gross adjusted obligations for 
travel, foreign military sales, ani other items. A contin- 
Gent liability is a liability of a known amount that has an 
unknown date of payment (2.g. civilian leaves). Detailed 
descriptions of the general ledger accounts are given in 
secticn 211 of the NAVSO-P3006-1. 

As previously defired an obligation is a legal require- 
ment to pay for goods or services. An expens® is a cost of 
Operating an activity, or 2 cost of doing business. En ats 
this can lead to some confusion because of time differen- 
tials between the actual obligation and the receipt and 
costing of goods or services. The potential for confusion 
exists in that a department head or other user may not 
understand the difference between an exvense, obligation, or 
expenditure. An expens= represents the consumption of 
utilization of an asset. P2na sOuesde=, Was Let for -2he 
yearly rental of an item on 1 Jctober, the obligation cccurs 
at the time the contract is signed. The expense charged to 
the cost of operations for that item would be prorated over 
the fiscal year, probably in monthly increments. A $120,000 
contract would te expensed at $10,900 per month with the 
remaining balance carried in a prepaid expense (asset) 
account. The obligation would reduce the amount of funds 
(NOA) available for use but the total amount of the obliga- 
tion would not appear as an operational expense until it had 
been fully costed the end of the fiscal year. During each 


month the prepaid asset account would be decreased and the 
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expense account would increase. Seer yee sne COS: Of 
Civilian payroll at the 2nd of an accounting period is an 
expense of that period, even if not paid until the following 
period. Assume a pay period from 26 December to 9 January, 
the payroll would be paid in January, however the expense of 
the first 5 days would be an expanse of the first quarter 
and the last nine days an 2xpense of the second quarter. 

The above contract oor payroll is also a description of 
aeectial accounting. This method of accounting recognizes 
the fact that there are other items of value than cash. In 
the above example of the contract the prepaid expense is an 
asset which is of value but not in cash. The accrual 
accounting method decreases the prepaid expense monthly and 
increases the expense of Operation at that tine of actual 
consumption. It recognizes the expense in the period in 


which it was incurred without regard to the receipt or 


payment of cash. This tyoe of information is presented in 
the Trial Balance Report (NAVCOMPT Report 2199) which is 
discussed in Chapter 4. Figur2 4.5 disvlays data which 


shows in some cases obligations but no expenses for a4 period 


and vice versa. 


C. ACCOUNTING REPORTS 


One of the requirements of any i 
fi OnS yee in 


production of reports showing the result 
Mmemencial terms c£ a fiscal period. fh 
n 


r a 
2 reports coming from 
RMS wiil be covered in detail in the rc, a brief 
discussion is included in this chapter to assist ir summa- 
mezing the accounting function. 

MneErSC alte two basic types cE ascounting reports, period 
mae position reports. The balance sheet iS a position 
report, it shows assets, liabilities, and equity at a given 
Pornt in time. The income statement is a period report it 


Shows revenue, expenses, profit, or surplus. 


os, 





The Navy does use period and position reports in RUS. 
The NAVCOMPT FORM 2199 (Trial Balance Report) is 4 balance 
sheet which is a position report. Th2 balances in the 
various General Ledger Accounts (GLAS) ar? used to Construct 
#ha report which reflects the financial position of an 
activity at a given point in time. This report is produced 
monthly by the AAA and submitted to higher authority. The 
report reflects the status of all th= funds available to the 
command. 

The two reports, the NAVCOMPT 2168 (Operating 
_Budget/Expense Report) and the NAVCOMPT 2169 (Performance 
Statement) are like income statemants for activities ofr 
position reports. The 2168 comes in two levels of detail, 

The 


Sa prety center. 
Gar, cOudace Steacus of 


one by cost center and on2 by respon 
cost center report reflects fiscal y 
SAG, FC/SFC and CAC within the S 


25st - center. I= shows 
Manhours (civilian and military), 12 


bor expense (civilian 
and military) and various categories of expenses. The 
various cost center reports for an activity arte summarized 
and then presented as the Responsibility Center 2168 which 
could be likened tc a command income statement. These 
reports are in the same ‘format as tne pudget submission 
which aids in the comparision of the actual parformance to 
planned for use in management cecntrol. 

The 2169 (Performanc2 Statement) is @ monthly report 
that compares cumulative accrued expenses and work units by 
feG, FC/SFC and CAC by cost center to the budget for the 
year by each category. This report displays nesded informa- 
tion for management control and the cracking of expenses 
against income. In this case income equals the EOB 
authority received pius the value of reimbursable orders 
received. 
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IV. WHAT [5 IN R&S 


This chapter presents a summary of the interactions and 
relationships within RMS and their impact on all levels of 
DOD. These relationships include the cost centers, the 
entire chain of command, the Congress and the President. 
The chapter discusses the participants in the chain of 
command and their roles inthe budget process from the 
Presidential level to the command level. A section on the 
communications links within RMS describes the role of the 
AAA within the system. The final section covers the various 


Beports, their ccntents and us?s within RMS. 


Ae THE PARTICIPANTS AND THEIR ROLES 


This section is a basic review of the budget formulation 
process in the Federal Government and specifically in DOD. 
This precess is continuous and no one participant really 
starts it, however, for purposes of discussing the process 
meets useful to pick a starting point. 

The Presidential budget submission to the Congress every 
January is used as the place <to begin a review of the 
process. The Presidential Budget is built on agency esti- 
Mates provided tc the Office of Management and Budget (OMB). 
OMB is charged with the responsibility of compiling the 
President's Budget. OMB works to a total target figure for 
the Federal budget and must balauce the various agencies!’ 
requests to meet that total. Presidential influence is felt 
through the implementation of his oolicies on defense and 
the other federal programs. Mecaomcr Negi ~PELOLaey wrtl 
probably get an increased share of the budget in a given 


year. 
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Congressional action begins with the receipt of the 
Budget from the Presiden:. The House and Senate Budget 
committees, the Appropriation, and Armed Services committees 
all influence and act on the budget as it relates +o DOD. 
The Armed Services committees interact With the 
Appropriation committees specifically on DOD matters, they 
review and draft bills which will enact specific DOD 


programs. The Appropriation committ2es set dollar iimiczs 
for authorized programs. The Appropriation committees 
generally fund programs which have been approved by 
Authorizing legislation. The DOD budget is suonject to «the 


political process in the Ilongress as are ail actions téken 
mae that body. Trade-offs and bargaining can impact heavily 
on the budget wkich finally is vassed aS an appropriation 
bill. After Presidential signature On an apvoropriation, OMB 
re-enters the picture as 2 management agency. OMB appor- 
tions the funding bo Sez the rate 2 ewe. the 
appropriations can be spent. From OMB tne funding is passed 
Mmomthe Secretary of Defense (SECDEF). SECDEF further appor- 
tions the funds and allocates them to the various services. 
The Navy gets involved at the Secretary of the Navy 
(SECNAV), level. The funding flows jiown through this office 
in response to the budget input going up through the SECNAV 
Boe inclusion in the DOD budget. At this level the funding 
is allocated to the Chier of Naval Ovérations (CNO) and «he 
Commandant of the Marine Torps (CMT). The CNO allocates thea 
funds to the claimants (€.39. BUMED, NAVSEA, NAVAIR). The 
claimants issue operating pudgets (E9Bs) to responsibilis 
centers under them. At *h2 responsibility center operating 
Gaegets (OPTARS) are- issued =o cost centers for their opera- 
E20Ons. Various levels in this chain may withhold an amcunt 


for contingencies. 
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The budget input side of the funding process works in 
the opposite direction. The cost centers first develop 
their requirements based upon expected workload and costs. 
The responsibility center comptroiler utilizes these and 
other estimates to compile the activity budget for submis- 
sion to the claimant. Generally, the activity budget must 
meet assigned target figures from ‘the claimant. The clai- 
Mant in turn uses the budg2t submissions from tne activities 
and other estimates as his basis for submission to the CNO. 
The claimants mest bargain for and justify their require- 
ments to NAVCOMPT for their share of the Navy budget. CNO 
and the SECNAV then hold joint reviews for these budgets and 
ultimately develecp the Department of the Navy (DON) budget 
foe Submission to SECDEF. SECDEF and the Joint Chiefs of 
Staff (JCS) have an influence on the DOD budget submission 
as entered in the Presidential Budget. The Planning, 
Programming, and Budgeting System (PPBS) and the services! 
Programs Objectives Memorandum (POM) are used to define how 
the services intend to deal with the threat to national 
security as specified in the Joint Strategic Planning 
Document (JSPD) issued by the JCS. This threat analysis is 
based upon scenarios and intelligence estimates of events 
Meee iikicy tO Occur 1n the worid. fhe SECDEF after a joint 
DOD/OMB review and alteration process constructs the DOD 
buiget. The President injects whatever final aspects are 
necessary and directs OMB *o submit his budget (for DOD) to 
the Congress. Ali the oarticipants fron OMB through “he 
Claimant can and will (most likely) be cailed +o defend 
their part of the budget submission in Congressional hear- 


mags. 


a5 





Be COMMUNICATIONS 


RMS utilizes a variety of communication methods. ie 
appears to have been designed to maxinize the use of elec- 
tronic means of communication while limiting the amourt of 
Manual preparation of reports, transactions and changes. 

A central entity in the communications system for RMS is 
the Authorization Accounting Activity (AAA). The function 
of the AAA is t0 provide accounting services to user 
commands and reperts to th2 commands and claimants involved. 


Under RMS the activity transmits its accounting transactions 


CLAIMANT <----- --------- 
| ! 
(1) " (3) 
| 
| 


a ee | 


| | 
RE Vitec = = (2 )\iaew——> AAA 


1 EOB authorized 


eS 6 Sa 


im | eae a_i we eS 


2 Lec iodeeeo loan DUtT, 26 ror 
corrections, management 
reports io 
3 = Off«cal activity Reports 
Figure 4.1 AAA Relationships. 
to the activity which has beén designated as its AAA. The 


AAA validates these transactions against pre-established 
review criteria and enters them in the accounting records. 
Any Errors in the original transactions are returned to the 
Me activity for correction. Meweecnemeenad Of accouRncing 
periods, or as otherwise scheduled, the AAA provides the RMS 
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activity with management reports. CoOncurscnae y, the AAA 
Mmignieatsothe Offical EFeports Of ths activity to the claimant 
as required. 

The transmission of any and all of the items shown in 
Figure 4.1 can tke carried out in a variety of ways, naval 
message, electronic data transmission and ‘the mailing or 


hand delivery of prepared documents. 


C. RAS REPORTS 


RMS reports are a form of responsibility accounting in 
themselves. Repcrts give information in RMS in a variety of 
ways, there are financial reports for appropriation alloca- 
tion records and also functional cateaqory and expense 
element reports. These reports are used at various leveis 
of management for differing reasons such as «he tracking of 
obligation rates, workload and performance and the amount of 
unobligated expense authority left in an appropriation. 
This section discusses ‘the Trial Balance (NAYCOMPT FORM 
2199), the SAG, FC/SFC, EE report (NAVCOMPT FORM 2171), and 
the NAVCOMPT 2168 and 2159 (Expense Opesdting Report and 


Performance Statement respectively). 
1. NAVCOMPT 2168 


The NC (NAVCOMPT) 2168, the Jperating Budget/Expensea 
Beport, iS prepared in two levels of detail, cone is for ths 
cost center and the other is for the responsibility center 
which summarizes the cost centers within the command. Thias 
report provides details on work units completed, man hours 
and accrued experses accumulated to date by cost center and 
responsikility center. This is 2 position report which 
shows the results of operations and their expensés for «he 
reporting period. This report is compiled by AG/SAG, 
FC/SFC, and CAC within each cost and responsibility center. 
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Figure 4.2 





This report is prepared in the same ‘format as the budget 
submission and of use at higher echelons to compare the 
actual performance with the budgeted figures. The NAVCOMPT 
2168 provides details as to work units accomplished, man- 
hours and accrued expenses (year to date) by SAG, FC/SFC, 
and CAC. Figure 4.2 is an example of the NC 2168 for an 
activity. 

The heading of the report provides information about 
the command and appropriation data. The columns contain 


SAG, FC/SFC, CAC, work units, military man-hours, civilian 


Man-hours, military services (expenses), civilian labor 
expenses, material and supplies expense, commercial 
contracts expense, other expenses, and total expenses. 


Vertically the report displays the following: a total of 
expenses by CAC within each FC/SFC, a total by FC/SFC within 
each SAG, atotal for each SAG, 32 total for all direct and 
reimbursable expenses (senza rately), and a grand total of ail 


expenses. 


2- NAVCOMPT 2169 


ThE NC 2169 (Performance Report) is a period report 
showing the results cf that period's operations. The repor+ 
is a monthly report which can be prepared for each cost and 
responsirility center. The accrued expenses incurted and 
work units completed in each of the activity's cost centers 
are shown by SAG, FC/SFC, and CAC and compared to the budg- 
eted amounts (normally) for each item. The actual expenses 
and work units ceme from the local job order system and are 
compared to the approved budgeted amounts for each iten. 
This report can be very useful at the cost center or total 
activity level. Its usefulness derives from the fact that 
it provides on one report a comparison of actual performance 
to the approved tudget on 2 cumulative monthly basis. Daas 
report is forwarded to the major ciaimant and cther offices 


as directed. Pigure 4.3 is an example orf «he NC 2169. 
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NAVCOMPT 2169. 


Figure 4.3 
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The NAVCOMPT 21659 provides actual year to dat? 
expenses and work units and compares them +o the approved 


budget. The heading of th2 report is nearly the séme as the 


NHAVCOMPT 2168. The horizontal alignment has columns for 
SAG, FC/SFC, CAC, total expenses for seach SAG, FC/SFC, and 
CAC, annual budgeted expenses, percentage of actual to 


planned expenses, work units, actual, planned, and percent 
of actual to plannned, and actual and standart unit costs 


The vertical alignment is the same as the NAVCOMPT 2168. 


The NC 2171 (AG/SAG, FC/SFO, EE Report) is a period 
report prepared monthly. Data ar2 presented in terms of 
gross adjusted obligations and expénses showing SAG, FC/SSFC, 
and EE within each appropriation. See Figure 4.4 fer an 
example of the NC 2171. This report shows the flow fron 
Obligations to expenses for both the current period and 
fiscal year to date. 

The NAVCOMPT 2171 (SAG, FC/SFC, EE report) op 
detailed input (on expenses and obligations), to the ci 


O; 


GOVLaEc 
lak 


Mant for input to the Navy's overall management system the 
NAVCOMPT/Claimant level. The report qives accrued expenses 
and gross adjusted obligztions for the current month and 
year to date. The report is prepared for each EOB and each 
program element within each EOB. The report format shows 42 
meyve Gigit SAG, FC/SFC, EE cod2 in which the izst “two 
BE/SEG and - che ztast 
lo 


digits are the SAG, the next two are the 
a ows: by the five 


fmeethe EE. Expenses are reported 35 


zx oO 
ty 
” 


digit code followed by a subtotal tot AG, FC/SFC level 
Beroeranrst 4 digits), next by «hs four digit SaG, FC, EF 
structure with a subtotal by SAG/FC. This is foilowed by 
the three digit entries, SAG/EE subtotaled at the SAG level 
era a grand total. Thes2 entries ar2 prepared for each SAG 


wearatn the responsibility center to compile the grand total. 
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Figure 4.4 
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4. NAVCOMPT 2199 


The NC 2199 (Trial Balance Report) presents the 
financial status of all funds available under the operating 
budget. This report which is provided to the activity and 
major claimant (ry the AAA) presents the status of all funds 
{direct and reimbursable) by fiscal v2ar received by the O&M 
activity on the resource authorization and on reinbursabie 
orders. This is a position report which shows the command's 
financial status at a given point in time. Figure 4.5 is an 
example of this report. The net change in the financial 
data in the report is used by the AAA +t0 post to the 
activity control ledgers. This report’ can be used to 
monitor such areas as undistributed disbursements and toc 
track the 3 fiscal years (the current year plus thea two 
previous), for okligation rate information. 

The Trial Balance (NAVCOMPT 2199) provides monthly 


status of all funds available under the EOB. The heading 
Somcains information on the command, appropriation, and 
other pertainent information. The report lists summary and 


detail CACs groured by assets, liabilities, income, invest- 
ments, expenses, and memorandum/budaqetary accounts. The 
columns of the report contain entries as follows: balances 
rom prior month, balances current month, changes for the 
period, and total. The total is a grand total of alli detail 


acccunts except the statistical seriézs. 


D. THE UMR REPORTS 


The UMR system as mentioned before was initiated in 
no7 7. It consists of up to seven (7) difiere 
which may be prepared by the AAA to be used for management 
Sem~rol by an activity. This system when initiated was 
Meee o PLOvVide in Ghe FSport a compazison of actual and 
mined Management data in terms oF expenses and gross 


adjusted obligations, reflect unique management data 
needs, when Feasible, and includs reporting fequirements 
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currently satisfied outside of the offical management 
reporting system" [Ref. 9 ]. 
This system was designed with the capability to opreduce 
optional reports including the following: 

1) combine data contained in the NAVCOMPT FORMS 2168 and 
2169 into one rerfort 

2) combine data contained in the NAVCOMPT FORMS 2168, 
2169 and 2171 in one report 

3) display management information not available on the 
NC 2168 and 2169 (e.g. Sebuladaar iT CnS product ton. crates, man- 
month/year conversions, planned workload, productive 
effectiveness, quarter and semi-annual summarizes, leave data 
and prior year data at the cost account level) 

4) a display of data by month on a single page for each 
ost acccunt with guarterly, Semi-annual and annual totals 
to provide informaticn in a readily usable format which 
eliminates the need to rafer to two or more reports and to 
transcribe data to worksheets to obtain required information 

5) eliminate the need to maintain manual records to 
recerd work units and expenses by cost account on a monthly 
basis since all months in the current year are visually 
displayed for each cost account in the report 

6) certain formats (UMR Formats A and B), display data 
by month for the entire year on one page, consequently only 
the current monthly report needs to be saved, leading to 
long term savings in filing and storage space for reports 

7) j.the system has the ability to retroactively correct 
meee DrLOr month's data in UMR Format Aor 8B to reflect 
actual performance for that mnonth. 

{[Ref. 103 pq. 18-38} 

The UMR system has two parts, a funds control status 
reporting system which is a ‘bank statement’ for obligation 
control and a performance reporting system which provides 


functional expense information by cost account. The system, 
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designed for the AAAS to meet activity needs does have its 
problems. Some AAAS cannot or do not provide a full range 
Sere pOorts tO WSer activities. The ussr activity is to have 


the choice of report formats it receives. 
1. Funds Control Report 


The funds control status report is used to introduce 


the authorization, annual obligation plan, for tlabecr and 
non-labor, at the lowest management level. This report 


displays commitments, obligations, expenditures and presents 
the ‘obligation as a percent of plan', and the unobligated 
balance. This report can be produced in three (3) formats. 
These formats are: 

a) Detail Transaction basting (Dizece and 
Reimbursable), this report reflects all transactions input 
for an activity which have a bearing on funds control. This 
provides information neei2d to research individual trans- 
actions, identify errors or unrecorded charges and to 
reconcile records. 

b) Responsibility Tenter, this report is by depart- 
ment, division or cost center. A summary total report 
providing cost center managers with detail on authoriza- 
tions, gross obligations, annual obligation plan, and 
obligations’ as a percent of plan. 

c) The Commanding Officer's Summary, a2 report that 
provides the commanding officer the status of funds at any 
given time including infSrmation such as total authoriza- 
tions (beginning of period and changes during the period), 
gross obligations to date, unebligatsd balance, unfilied 
orders, net available, annual obligation plan, obligations 
as a percent of rplan. This report consolidates the respon- 
Sibility center report to one page. These funds cortrol 
reports reflect a great deal of what was displayed in the NC 
2171. They are more compact, understandabie and present the 
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information from two reports (NAVCOMPT 2168 and 2171) gina 
Single report. 

The funds control status reports provide a means to 
monitor commitments, obligations, and expenditures within 
the activity. This monitoring ability is available at 
Various levels within the ccemmand, cost center, department, 
and the command as a whols. These reports also provide the 
means to trace individual documents (transactions) to their 
source. The reports give the status of any changes to 
authorized funds or OPTARS. OPTARS can be easily monitored 
at higher levels within the commani for control purposes. 
For instance, the Commanding Officer's Summary is a poten- 
mal toOOl tO monitor total obligations to avoid 3679 2.S. 
violations and ccmpares actual obligations against the plan 
On a summary basis. 

A short review of the reports will help provide a 
better understanding of then. All reports show the £EOB 
holder, appropriation, and authorization number. At the 
department/division level the detail transaction listing 
report shows the LMCs as applicable and whether the funds 
are direct or reimbursable. The columns (vertical align- 
ment), in the report show jiocument number, JON, quantity and 
labor hours, unfilled requisitions and orders, accounts 
payable, expenditures and obiigations. The percent of 
ectilal obligaticns to the plan, amount authorizec, and 
unobligated balance is also provided. The rows (herizontal 


alignment), give beginning balances in material, labor and 


other, current transactions (by document number), labor 
charges and ending balances in th labor, material and 
other. Timtser tort 2s Similter 26, only with more detail, 


than Figure 4.6 
At the responsibility center level the report ccomes 
in two segments, one for each department and one that summa- 


Tizes the departments in the responsibility center. Pocn 
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reports have the same format. MWGnOSsazacions (beginring, 
changes, and total to dat2), gross obligations (current and 
year to date), unobligated balance, annual obligations plan, 
obligations as a percent of plan, unfilled requisitions and 
unreserved balance are presented 2s column headings. Ths 
rows of the report show total labor costs, total material 
and other costs, a grand total and the amount of undistri- 
buted disbursements. In the department revort these amounts 
are presented by individual department. This report is 
Simiiiar to, only with more detail, than Figure 4.6 

The Commanding Officer's Summary report provides 
columns for NOA and reimbursable doliars broken out by 
labor, material and other amounts and a total of these. The 


vertical format shows beginning authorizations and authori- 


Zations to date. Gross obligations, unobligated balance, 
unfilied requisitions, and net available amourts ars 
presented along with the annual oplan, obligations as a 


percent of plan and reimbursables information provide the 
Commanding Officer tne information needed for funds and 
management control. Figure 4.6 is an example of the 


Commanding Officer's Summary report. 


The performance reports are in four (4) EOete ts 
lettered A,B,C, and D. The objectiv2s of these reports wers 
memeconsOiidate the NC 2168 ard 2169 into one report which 


gives a compariscn of actual and planned management data in 


terms of expenses and gross 2djusted obligations. These 
reports also reflect unigue management data needs, and, 
where feasible include reporting requirements that are: 


currently satisfied outsiie the offical management reporting 
he & U 


c+ 


Syscem., A brief discription of MR formats follows: 
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The UMR A report gives information On production, 
military and civilian labor, gross adjusted obligations, 
staffing, undelivered orders, consignments, and prior ysar 
expense information. Figure 4.7 is an example of this 
report. The UMR A is produced for each cost center, depart- 
ment or division by CAC and summary cost account. A summary 
cost account is a higher lLlavei account into which individual 
CACS are totaled. The cost center, department and division 
reports are summarized at the SAG and FC/SFC level. The 
report is prepared for th2 activity with summaries in the 
SAG, FC/SFC and also an ov2rall summary page is prepared for 
the activity covering both total and reimbursable funds. 
The benefit to the user command of this report is in finan- 
cial control of the OPTAR or OPTARS at higher levels in the 
organization. The report can be used in budget formulation 
with the historical data on costs, outputs, reimbursables 


and stafiing. This report also measures perfornance (actual 


against planned), Armes CNet Ove yer acakOS FOL cOmoarison 
between periods. The report provides the capability to 
monitor expense targets S20. Maintainance cof Real 


Property, Travel, AD?), and section 3 of the report monitors 
Gross Obligations tc track against obligational authority. 
Using the report trends in production, expenses, and bacx- 
legs are easily identified along with variances in the 
performance indicators based upon actual production. 

The report presents information on the command, 
appropriation, period covered, £OB number, FC/SFC, CAC, and 
SAG and whether the funding is direct or réimbursable is 
presented in the headéng. The report has three sections: 
section one has work unit information (average, backlog, and 
production rate) man-hours used, fixed hours (a ratio of 


actual to predetermined standard hours allowed), and 2 
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Pigure 4.7 
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DEQQUGTIVIty Dat io. Civilian labor (both regular and over- 


time), military labor, contract iabor and a labor total-are 


given with a labor variancs. Section two presents expenses 
Gor iabor (civilian, military, AGmcOnenact) , material 
expenses, and total expenses. Undelivered orders, unit 


costs, leave data and total staffing are also presented in 
section two. The vertical alignment of sections one and 
two present the above data by month, quarter, and year to 
date, with the annual planning figur2s for use in management 
Senctrol. 

Section three of this report has columns for data on 
gross obligations, unfilled orders (the current balance of 
unfilled requisitions), and prior year expenses (current 


period and year to date). 


tae Or tat 5B 


The UMR Bis very similar to UMR format A, only 
reduced in scope for small2r activities. Hi semeport, 6S an 
alternative to Format A for a smaller activity. Format B 
does not have as much production rate information as Format 
A and therefore limits thea abiiity to do variance analysis. 
With the exception of variance analysis Format B has the 
Same potential benefits to the user of Format A. It covers 
Hemme units, laber and grass adjusted obligations, and also 
undelivered orders, consignments, and prior year expense 
information. It also covers each cost center at the Cac 
level; these are summariz2i at the SAG and FC/SFC level. It 
provides summaries of the above information and gives an 
overall summary for the astivity. PiecsmEevert 1S tilus= 
Msated in Figure 4.8 

The UMR B can be produced in one of three formats: 
1) with detail visibility to the CAC level with a summary at 
the summary cost account level, FC/SFC, SAG and activity 


level. 2) with detail at the CAC and summary CAC within 
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Figure 4.8 
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departments and a Summary at the FC/SFC, department, and 
activity level. ey wither detall Visibility to the CAC and 
summary CAC level within LMC within the FC/SFC, department, 
and activity level. This report can also be prepared by 
budget line item (selected by the RMS activity). Section 
one contains columns with information on actual and planned 
work units, the percent 9f actual to planned work units, 
FC/SFC, department, CAC, SAG and the total/reimbursable 
funds. Section two has columns with the actual, planned, 
and percentage of work units, civilian (tegular and over- 
time), military, and contract man-hours. Columns in section 
three of the report give the expenses for civilian, military 
and commercial centract labor. Material and other expenses, 
undelivered orders, unit costs are also presented. Sections 
one and two give monthly, quarterly, and annual (year to 
date) entries for each column. Section 3 is the same as in 


Format A. 


9- Format € 


The UMR C combines the NAVCOMPT FORMS 2168, 2169 and 
Dad Ve Prequee  4o9eatluste ates this report. It provides 
cumulative year to date 2xpenses, undelivered orders, and 
gross adjusted obligations by CaC and Ez. It is a monthly 
report for cost centers and the responsibility center. iy 
provides cumulative fiscal year to date figures for man 
hours, work units planned and completed, work unit cost and 
consignments at the cost account level. It provides actual 
and planned experses, prior year resources used, undeliverei 
orders, and fiscal year to date gross adjusted obligations 
at the CAC/EE level. It provides a separate report for each 
cost center with the above information on direct and rein- 
bursable programs. Expenses are accimulated year to date by 
FC/SFC within SAG categori2s. There is a summary report for 
the responsibility center of all cost center data with two 


parts, direct and reimburs3 ble. 
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Pigure 4.9 
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Miemecosteand = Chbiagetron data in this report can be 
Mestul  f£O0r) f2nenhetat Comecol with its presentation of 
expenses and obligations by CAC and E®. The historical data 
in the report also has uses in budget formulation. The 
report compares actual performance to plans, nonitors 
expenses and obligations by targets, and total obiigations 
for those authorizations subject to section 3679 R.S. 

Format C has thre2= sections, cost center, responsi- 
bility center, and a recapitulation treport OE (tine 
responsibility center. Th2 heading of the report is similar 
to that of formats A and B. 

The colum alignment for the cost and responsibility 
center sections contain entries covering SAG, FC/SFC, CAC, 
consignments, EE, fiscal year to dat2 work units, work unit 
costs, planned and actual expenses, prior year expenses, 
undelivered orders and fiscal year to date gross adjusted 
obligations. The vertical alignment in the cost center 
report gives totals by at, CAC (all EES within each CAC) and 
Dyeec/SrC by EE. A total figure for each SAG and each EE 
and a grand total expenses figure for each cost center is 
provided. The responsibility center report has expenses 
given by FC/SFC, by CAC, by EE, by CAC, by FC/SFC by EE, by 
MmevorC drand total and by SAG grand total. 

The recapitulation report has the same heading as 
the two previous reports. The columos have SAG, FC, SFC, EE 
and consignment entries. Vertically the data is summarized 
by SAG, FC, SFC, and EE. The EES ar2 summarized at the SFC, 
FC, SAG, and responsibility center levels. 


6. Format D 


The UMR Dis a consolidation of the NC 2168 and 2169 
and presents the same data. This r2port is shown as Figure 
4.10, it is a two part report, the Jnerating Budget/Expense 
Report and the Performance Statement. The Operating 


54 





ote? AWINZ VIVO dCy Lent oO we 











a aa 8 ST I a ae Oa ae a eT a CC ee OTN i SICK LT OCW = CCHy 40 82 
veo"? S2mt 0 He 

i i ee eg ea Re ee a eS czzet > = £220%%s0 ve 
z6Qe3 OMNL dy 2tHt 40 we 








7 as Biase ea ess nets 


MINCY SCV ~TIAL 40 BE 









































TateOS MIWOVY 2OVUINES g2 $¥ be 
£95403 LONM NIWOV ZovheIhKeCD Oger ov eZ 

i ana oo ee i, 2 OE “ WIMQV JSveserg 22,2 SV ee 
ZIC «SZ MIMOV LIVHINCD T2G2 Cv BZ 

a ee eee a ey, oe Aeeaapens 
. eearSet BVIdO LNIWNDHNGONG 42 $V Be 

rr 0 GS i a an ne - SIO INFHIUNSCHd CNL Coz SY We 
e9ge22 ImOMR OVITE Sore SY we 

rn i a or aa Se at a oe ee oe Pes ee — QONK GNJRIYNICHS Bese Se we 
eEQelz WERKCV Vifw 419 6242 SY WZ 

a an er G0 ee ee ae 900 y CUM UNG Ives ~ OeZz CV Ve 
' ' = efoe9 ULNOD 8 10S UNA Tyhg Beae bv we 

a eee Le - ONTANB EFA VIVE Hl22 SY We - 
, ‘ Cozet ANDD 200 2 OOm yx0d 222 Se we 
— 99rek- ~OUd ¥ WOE LoveInAog C222 Sv Be 
COOeEe $40 JIVGENCD Cege SY ve 

na ———— 0076 ~1WUthO> 300 wry Tezt SY Be- 

IEEE LCE SIE a aE SE" mama || me aa tara ¥e53 £0 98 ~ 
0” Ocot 6¢ 98 
00eré62¢ AWIND VIVO dQv Seoul «0 98 


bE STYRIRUIL SLCNIB SCy Cons 60 387 
SI I ISS RE gas, | Raa 





~ WIMOV JSVHSENg 2292 CY 3¢ ~ 

























































































dz et cws0e NIMOV LIVYINHD Teer Cv 98 
0% zoe 3 300 9 OOh ue Tyg Geiz S¥ OB 
—vwet Ai — =-_ °° = -. - &=nm MENGo © NOSRENG Ivme - se0e CY 955 - 
bzeee 905°C ONIANG und Viveg $242 Sv 98 
(tt) (ZT) CTT) COT) (69 (8) C2) (9) ($) (e) (ft) CZ) (3900) 
—~fNsn- O18 3390N¥—— AyvAid¥-—— Xg 199 0NB— O14 IVNL9IY-xg-——1AINONeE C14 T0190 ies, ee ee Gee vs: 
BO 1xdVE weeseee 1509 LIwn aececen HYUON ewoo SLINN WHOK eee HYON weoccene ISNIND eocece Vivid 

i €z000 IJIN 31” 
<— - Se mOOUR’ VOR UE LY oa —94t02 90 SYM ea 
JTABIS VWTONINIS O3U eYOLdIUTIO WO9 S2S dfhS AYN 
“NSN €9S- BOD: : e ; Zn NOLLVpuUdOUddY 7 - - WOEMYWYD a6 —---—- 3fff Gav wjO7%yM @0- 

ae eee NS ee aes b OOo s(t 2in 
Ze6t 490 tC ALTIIAISNOGS3Y (KX) e4€c2? 30 HSYR 
ea ie ae a NIINPIDZWAYN-——— Isa 
ONIONS COLY9d BOY MIIN39 3809 ¢ ) O1 MOMS 


ees le me ee ee CNS reteset 








ee ee ee ee ——= 





ee ee mee - ~~. _ 


0 » LYOdIY INZKQDYNYNM KPYUOSTNA 


a a a i = hs ww ER Se 





“UNQHZIVIS JINVRVOIVIT BHlZ weOJ [dh Gs Ayn 
30Ved ; mend 


ree a rr LV SD = A er ne —_— — = eee ee ee 





wee + -—- =— —=— 





— me ee ee 





UMR Format D. 


Figure 4.10 





Budget/Expense Report (NC 2168) displays detailed data on 
work units completed, military/civillan man-hours, and 
accrued expenses, Mat2rial and supplies, commercial 
contracts and other expenses. These are given by CAC ani 
then are displayed by FC/SFC ard CAC for both direct and 
reimbursable programs. A total is shown for each CAC within 
each FC/SFC and SAG. Prior year expenses, unfilied orders 
and consignments are shown at the SFC level (at the bottom 
of the report). 

The Perfcrmance Statement (NC 2169) eS pel. '2Or 
Format D. It follows the same format as the EOB report 
above and includes a display of actual work units compared 
to plan, accrued expenses compared to plan with a percen+ 
indicator of actual performance to the plan. This repor* 
presents accurate, up to date financial and performance data 
on a cumulative basis with no additional input requirements 
on the receiving command, assuming the command was neeting 
the reporting requirements prior t9 implementation of the 
UMR. 

UME D has uses in the areas of financial management 
control, budget formulation, oerformance measurement, and 
expense and obligation monitoring. The report is useful in 
these areas because of its presentation of expenses, work 
beees, labor (howtrs and dollars), by CAC, ©C, and SAG. The 
heading for the report has the same information as the other 
UMR reports. The EOB section has columns with categories by 
SAG, FC/SFC, CAC, work units, military and civilian man- 
hours, military and civilian labor expenses, mater 
other, commercial contract and total txpenses. Vereica lLy 
mee report totals,in each cost center, expenses by SAG, 
meyorc, and CAC. Total expenses are reported by direct and 
reimbursable categories for each cost and responsibility 
center. 
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The Performance Statement has columns for SAG, 
FC/SFC, CAG, total expenses, annual budget expenses, 
percentage of actual to plan, WwOrk units (actual, pianned 


and percent of actual to pian), actual budgeted and standard 
costs, and backlcg. The vertical alignment of this section 
is the same as the EOB report with the exception of undeliv- 
ered orders and prior year expenses which are not shown in 
the performance statement. 

This overview orf the reports was provided to 
@equaint the user with a brief discription of the informa- 


tion available in the systen. 


Ee REPORT COMPARISION 


This section describes how the reports relate to ones 
another, identifies wheres information can be found in the 


various reports and locates that same information in the 


other reports. The reports produced by RMS and the UMR 
provide information on the 2xpense2s, CoLagations, and 
Peoductivity of a®responsibility or cos* center. The same 


information in these can often be found in more than one of 
the reports. The only teport that may be an exception to 
the previous statement is the [rial Balance (NC 2199). This 
is because it is a balance sheet showing the command's posi- 
tion whereas the other reports show activity for the period 
much like an inccme statement in the private sector. 

The NC 2168 dispiays man-hours and expenses for AG, 
SAGs, FC/SFCs, and CACs. The total expense information is 
displayed in column 12 for each CAC within each SFC and SAG. 
These totals can also be found in column 4 of the NC 2169 
and the expenses columns of the NC 2171 (which has both 
current period and year to date figures). The UMR A and B 
reports also display expense information in section 2 of 


each report, UMR reports C and D show the expense data in 
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column 12. Formats A and B have the expenses by monthly 
totals, C and D Ereak them out by SAG, FC/SFC, EE, and CAC. 
The NAVCOMPT 2171 is the only NavCompt report which displays 
the EE, it alse shows the SAG and the FC/SFC (e.g. Total 
expenses of $313,856 appaar in the following reports, NC 
2171, the UMR A, B, C and D. Total obligations of $368,391 
appear in the NC 2171, the UMR A, 8B and C. Roca NOAA TOs 
$512,000 appears in the NC 2199 and the Commanding Officers 
Summary. If complete reports were used instead of portions 
of reports the total expense figures would also appear in 
the NC 2168, 216S and 2199). 

Gross adjusted obligations appear in the NC 2171 for the 
current period and year to date. These same figures appear 
in column 15 of the UMR C and section 3 of the UMR A and 3B. 
These are the oniy reports which give visibility to «ha 
amount of obligations. These obligations are shown with the 
expenses for the same area of interest (e.q. SAG, EE). 

Information cn man-hours appears in columns 5 and 6 of 
Byemnc 2168 and in secticn 1 cf the UMR A and B, and in the 
ivikeD =n column 6. Pecaie cron Fate inforthation is found in 
the UMR A and B in section 1, it shows man-hours and work- 
units to provide management mice aba lacy moe WOnl ToL 
Bepauctivity. 

The NC 2168 also allows the summation of expenses by 
Civilian labor (coi. 8), material and supplies (ccl. 9), and 
commercial contracts (col. 10) when these columns are2 
totaled. The UMR A and 6 have this same inforation broken 
down by month (in section 2). 

The NC 2199 shows the status of funds authorized or 


received by a responsibility center. Thas Leport 2 
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ated from the generai ledger accounts. The tota 
shown in this repert represent the amount of funds a 
commanding officer hes to work with ina fiscal year. 
Taking the total gross adjusted obligations from the NC 2171 
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or the UMR reports and subtracting it from the total assets 
figure will give the amount funds remaining for the fiscal 
year. 

By following from one report to another expense and 
Obligation data can be obtained in a variety of formats. 
me2els Can be obtained by SBE, FC/SFC, AG, SAG, or CaC if the 


reports are used appropriately. 
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This chapter reviews RMS as it relates to the opera- 
tional cycie of a fiscal year. The users of RMS and its 
operations are discussed to display the effect RMS has on 
the Navy. Budget development and budget execution are 
discussed. The effects of apportionment on a command are 
reviewed within the discussion of budget development and 
execution. Involved in the budgeting and execution cycles 
are the limiting factors of civilian manpower limits and 
Man-years. These too are covered to show what effects these 


limits have on a command's operations. 


A. THE HIGH LEVEL USERS 


RMS is used at a variety of levels within the Department 
of the Navy (DON). The system is in reality a management 
control system fcr all levels within the Navy. At *he lower 
levels, the cost center and the responsibility center, RMS 
is suited for the planning and attention directing aspects 
of management occntrol, operational control and for funds 
Sontrol. Management control is defined as "...the process 
by which management assures that the organization carries 
out its stratedqies effectively and efficiently" [Ref. 11: 
pg. 2]. Operational control is defined as "... the process 
of assuring that specific tasks are carried out effectively 
amie eciriciently" fRef. 11: pg. 2]. 

The management control uses at the responsibility center 
and below involve both output (production or services gener- 
ated) and input (resources consumed). RMS provides the cost 
center, responsibility canter, ani claimant with output 


information which compares budgeted production of a given 
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level with the actual. Unfavorable variances from the vlan 
can be identified and dealt with before they become uncor- 
rectable. The output reports along with the expense reports 
give an indication of either deficient or excess funding 
based upon actual performance compared to the budget. RMS 
can perform this identification at various levels from the 
individual cost center up through the reporting levels to 
DOD. 

RMS also provides information for the control of funds 
at these levels. The system shows expenses to date, obliga- 
tions to date and funds available. Tnis “oOwevides all 
levels, down to the responsibility center level, with the 
necessary information on funds availability to avoid tne 
legal violations associated with the overobligation of an 
appropriation or expense »xperating budget. While the cost 
center would not normally have legal violations associated 
With overobligation, it needs the information in order to 
control the funds assigned. 

The expenses and obiigations of operations idéntify 
potentiai funding deficiencies or excesses which might 
require reprogramming or the recoupment of funds. The 
reprogramming may be done at the responsibility center level 
to meét changes in current operations. Reprogramming is “he 
action of shifting funds from one program to another. A 
Claimant may reprogram by moving funds from one activity to 
another. The same holds true for DOD and DON. 

OMB uses input from DOD based upon RMS reports almos* 
solely as a funds control mechanism. AS a watchdog agency 
it needs the obligation reports to track the appropriations 
already spent and those left unspent. These figures provide 
the information CMB needs to function in funds! control and 
in reporting to the Congress and the Executive Branch. OMB 
would be involved in any recoupment/impoundment actions by 


the Executive Branch or the Congress. 
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Ope smealisOeche Citice that initially apportions the 
appropriations tc control the expenditure of funds. The RMS 
reports provide OMB the information needed to track DOD 
against not only the total appropriation but also the indi- 
viduai period apfortionments. Apportionment has a definits 
impact on the execution of the budget at all levels (execu- 
tion is covered in more datail iater in this chapter). Le 
impacts the obligation rate by placing a legal (R.S. 3679 
USC) upper limit on spending and an administrative lower 
limit on the obligation rate. 

The RMS operation may be tco larg to grasp if you try 
to observe the complete system at one time. The RMS can be 
broken down into three (3) nearly s@parate overations which 
facilitates the cbservation of RMS. These three phases are, 
budget submission and the receipt sf an operating budget 
(covered in this chapter), budget exscution (covered in this 
chapter), and reporting (covered in the previous chapter). 
These three phases are 4ll inter-related and forn a self- 


closing cycle: each phase needed to somplete the next. 


B. CLAIMANT/ACTIVITY INTERFACE 


Mowdeal With the activity level budget submission in 
this manual you can take as a given the events that precede 
the local activity submission at higher levels. These? area 
Given in that a single activity has a minimai impact on the 
events at the DCD level and above. These actions include 
the Congressional actions, the PPBS sycle at DOD, the review 
and reclama that claimants go through with NavCompt and 
Similar actions from that level up. A budget can be viewed 
as a financial plan of action. To quote the Navso P-3582, 

ae oe a budget is iesigned _to provide a plan eden 


which perrormancé can be measured, variances analyze and 
adjustments made tO permit sffactive management of 


MesCurces at ail echelons. . Although the budget is an 
annual lan,, it must contribute <t6 the attainment of 
future objectives and missions. Peet oelou ga enc ty unto 


iMeeeClr, ic haS roots in the past and must bear a direct 
reiationship to the future. 
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The PCN aN of an operating budget is a process of 
determining these requirements at the lowest écheslen ( 


normally a cost center) and summarizing these require- 
MentSe)Wwith these of other cost centers for the total 
activity. In developing a budget the cost center eet 

2 


utilizes those specific. guidelines. provided by € 
commanding officer Ref. 12: pg. IIi-1}. 


Keeping in mind that a budget should not be a cast in 
concrete document but be a dynamic, changing plan the 
command must still begin somewhere each fiscal year. 
Offically the ccommand budget preparation begins with the 
budget call frem higher authority however, given tin 
constraints the comptrolier must begin prior to the receipt 
of this document if a sound budget is desired. Using the 


reports available on the current year operations, antici- 


pated changes in the upcoming year, and the commanding 
officer's guidance, the comptroller can issue an internal 
budget call to cest center managers. This internal budget 


call should involve the respective cost center managers in 
the budget process. Th2 internal budget call facilitates 


participatory budgeting which aids in the accéptance of the 
budget by the managers. They in turn can provide estin 

On work load and costs for the comptrolier to use in a 
preliminary budget preparation. Tio mEOLiat, sf rogure' 342, 
AG, FC, CAC, and, EE wili provide a majority of the expense 


data needed tO frepare a budget in any one sf ‘the three 


formats that are required. These formats are described 
below: 

1) By cost center, Activity Group/Subactivity Group, 
Pumeti2oral/Subfunctional Category, and Cost Account there 
under. The budget by cost center is submitted on the 


Operating Budget/yExpense Raport (NavCompt Form 2168) and is 
for internal use in management contrsi. 

2) BY responsibility cénter, Activity Group, 
Functional/Subfunctional Category, and Cost Account. Tas 
format is prepared on the Operating Budgqet/Expense Report 


(NavCompt Form 2168) and is submitted to higher authority. 





3) By Functional/Subfunctional Category, and zZxpense 
Element. This format is prepared on Ene. Newsy ty 
Buiget/Apportionment Submission (NavComot Form 2179-1) and 
is for submission to highar authority. A separate NavCompt 
2179-1 is required fer each activity group when required bv 
the major claimant and/or sperating budget grantor. 

An example of the Navcompt Form 2168 1s shown as Figure 
ied This form is the prescribed standard submission form 
but major claimants often make modifications for reporting 
requiremenzs to gather additional information needed in 
apportionment and budget submissions. 

The development oof a local budget is basically a four 
step process. These steps are as follows: 

1) Developing and translating the planned workload for 
each cost center into budget/accounting classifications, 
such as civilian and military labor hours, material require- 
ments, work or services to be performed for others. 

2) Applying realistic dollar values to each of the 
above within guidelines establishei by NAVCOMPT and manage- 
ment commands (e.g. The use of a percent inflation factor 
B@eesupplies oF a percent pay raise for civilian labor). 

3) Summarizing and adjusting the dollar estimates for 
each cost center and the antire command thus oroviding the 
planned operating budget for internal use. 

4) Paotee gmene.  -2nal pudger for the t59tal actavity 
and submission to higher authority. 

Mmret. i2s pg. IITI-2 } 

These four steps all can begin and end with @ basic 
format similar to Figure 3.2 . Bast ®Xperational results are 
available in this format (in the records of past fiscal 
years operations) and department astimations ror <«he 

Ss 


upcoming fiscal year can be formated in thi 





This preliminary budgeting can be finalized with the 
receipt of the cffical budget call from higher authorixy. 
This budget cali will normally includ annual planning 
figures for NOA, and civilian and military personnel end 
strengths. These figures are given as ‘ceilings' which 
cannot be exceeded in the formal pudget submission. Dl je) jabe= 
time certain funds may be fenced or targeted, in otherwords, 
these funds can only be applied to that purpose (e.g. main- 
tainance of real property, professicnal travel). 

With the receipt of the control figures from higher 
authority the activity nust make their orelininary budget 
Sen-orm tO the limitations of the budget cail. Gonecro: 
figures are assigned target amounts for the activity to use 
in its budget preparation. 

In the process of making the preliminary budget meet the 
constraints given in the budget call these programs and 
functions for which adequate resources are nor expected to 
be provided become the unfunded requirements. These 
unfunded requirements can normally be submitted along with 
the operating budget. Great care should be taken in the 
preparation of this requirement list, we Should be fuiiv 
justified and documented. These unfunded requirements can 
have a definite impact uapon additional funding for the 
command later in the fiscal year. 

With the completion of preparation of the constrained 
(preliminary) budget the commanding officer will normally 
review and ultimatey approve the budget for submission. All 
cost and workload estimates should be supportable and the 
budget should bean accurate reflection of the command's 
Mission, priorities, and needs. With the preparaticn of the 
final budget submission for higher authority the command 
must be prepared to give follow-on fuse eceartion ~ ae 
Beaquestecd by superiors in the funding chair. Ae ie cS 
Submission of the NAVCOMPT FORMS 2168 and 2179-1 the actual 


budget submission is complete. 
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During the ccurse of the fiscal year there is a constant 
reviewing of operations in the financial area. There is 
normally one formal review per year sonducted 2t all levels. 
The formal review is called the mid-year review which takes 
place late in the second quarter of 2ach fiscal year. palais 
review begins at the activity level and goes up the chain of 
command to the CNO level. Each budget category is analyzed 
for obligations to date and projected obligations for the 
balance of the fiscal year. Prograns are looked at for the 
possibility of froviding resources for previously unfunded 
requirements caused by changing conditions. If one pregran 
is being spent at a Slower rate than anticipated the savings 
may be reapplied elsewher:2. Major claimants review their 
subordinate commands and recommend reprogramming actions to 
the Fiscal Manacement Division at OPNAV which reviews the 
total requirements and recommendations in conjunction with 
the program sponsors and the Director, Navy Programming and 
Planning, and then recommends the appropriate reallocation 
of funding to the Comptroller of the Navy. The Comptroller 
makes a final review and forwards recommendations to OSD for 
approval and submission to congr2ssicrnal committees as 
required. 

Several acticns can take place during the ye 


upon the review cycle. Recoupment is the rec of 


O 
wo 
o 
ry 
<3 


programmed funds from 2n area which has been terminated, 
slowed down, had a change in suppert requirements, had 
changes in contract prices, and so on. These funds can then 
be recovered and reapplied as necessary. 

Reprogramming can tak2 piace at any level within DOD 
when funds are moved from 2ne program or budget category to 
another. Reprogrammming is constrained by law as to thse 
amount o= funds that may be so moved without higher level 
ined as SECNAV and up). The 


approval (higher level is def 
general limitations that apply are as follows: 
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1) Prior approval is requirei to reprogram funds for 
items specifically reduced or eliminated by ‘Congressional 
action or in which Congressional committees have expressed 
interest: for items beyond specific program limitations 
imposed by OMB, DOD, or SECNAVY: for increase in quantity cf 
Major procurement programs: or for transfers from an earlier 
fiscal year program. 

2) Annual appropriations have a limitation requiring 
prior approval of the Comptroller of the Navy and/or higher 
authority for specific and cumulative changes of $5 million 
or more. The Director, OPNAV Fiscal Management Division may 
approve a cumulative adjustment of less than $5 miilion. 
Similar limitations apply to Procurement and RDI&E appropri- 
ations but the dcllar threshholds may change. 

Reprogramming actions at a command do have an impa 
the whole Navy execution proaram. The command is inv 
at the claimant level, the internal reprogramming at the 
command-level must be submitted on updated financial plan 


and reviews to the claimant. 


C. INTERNAL MANAGEMENT USES 


Perhaps the largest and longest phase of the budget 
Syele is thet cf budget execution. To quote the Navy 
Sempcerolier’s Manual (Vol. 7), 


Budget executicn is that phase sf the budget_cycle which 
encompasses ali actions required to acc¢mpiish effec- 
eeyely, efficzentiy, and economically the programs for 
Which funds were tequested and approved by competen* 
Authority. The budget execution phase overlaps the rorau- 
lation and review phases in that updated financial plans 
based on current priorities must. be completed in time for 
action under those plans to begin ocn.1 October of a new 
Fiscal year. The execution phase continues throughout the 
period of availability 9 the SRE E sci ep Bom OU ar2on 
and expenditure. rrective budget execution requires 
procedures for control and evaluation which wili ensure 
compliance with requiations and limitations estabiished by 
the Congress, the General Accounting Office the Treasur} 
Department the Orfice 3& Management and Budget (Cie h, 23 

the Secretary of Defense Sometoeecs alt echelons of 
responsibility and. command within <“*he Department or the 
Navy [Ref. 2: section 3000}. 


67 





While this is a lengthly definition it is the overall 
(offical), view of budget execution. At the local level 
budget execution is the accomplishment of the command's 
annual financial plan. The annual financial plan is the 
approved budget for a command. Involved in this is the 
realization that all funds apprcpriated by the Tongress must 
be accounted for by the Navy. TO a great 2xtent budget 
execution is the carrying out of the approved plan. The RMS 
accounting system reflects how tha plan is being accon- 
plished. Miegeerttecicncy, effectiveness, and econonmv 
mentioned in the NAVCOMPT Manual are just as important as 
the accounting. An efficient commani gets more done for the 
same funding level, an effsctive command meets its goals or 
Mission and an economical cemmand ices not waste funds. ail 


of these concepts are important to thea Navv. 


Budget execution at the local level is a subset of that 
function at the Department of th Navy tlevel. Quite 
possibly the most important single player in the execution 

cu 


phase is the activity comptroller. In his posi 
staff advisor tothe commanding officer the comptroller's 
function is to provide to the commanding officer the factual 
data necessary for the erfective management of operations. 
PO adequately perform this staff Eunction <h2 comptroller 
has a variety of responsibilities, including: 
ie cS cinical guidance and direstion of financial matters 
throughout the organization, 
2) administration of all laws, palicies, regulations, 
and directives pertaining +9 financial nanagement, 
3) budget formulation, review, and execution, 
4) accounting and statistical data collection, 
5) the review of performance agains* financial plans, 
6) the promotion of economy and efficiency in «he 


performance of assigned programs. 
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This is not an all inclusive list but it does point out the 
major duties of the comptroller. 

The role of a comptroller in budget execution is the 
effective accomplishment of a combination of tasks. These 
tasks are a subset of the previous list of responsibilities 
and include: 

1) translation of programs into Financial plans and 

budgets, 

2) comparison of performance t9 plans, 

3) the analysis and evaluation of operating programs, 

4) to serve aS a consultant and member to ali resources 

pianning and review boards, 

5) the administration of the civilian manpower ceiling 

ccntrol progran, 

6) the performace of internal fiscal review and audits, 

7) the accounting for resources and inventor 
Any and all of these tasks need +t90 be completed in a timely 
and accurate manner. If not, the whole managenent control 
system suffers and without a good financial con 
the overall management control system wili suffer equally. 

pmagec execution DEeGiAS Prior t9 the receiat or the FOB 
for any given fiscal year. The activity must be ready by 1 
October to operate on either a continuing resolution or 4a 
new appropriation from the Congress. To do this the command 
planning for the new fiscal year must be flexible and real- 
st lc. NO=GtaleecOntrol Eigures rErom higher authority are 
austere and require the command to have the anility and the 
Kmowledge of its operation to operate within these initial 
planning figures. This requires the accounting syste 
accurately portray the performance sf all cost cen 
the current (clcsing) fiscal year so the comptroi 
present a realistic plan cf operations for the u 
fiscal year that will stay within the ovlanning 
provided. 





With the approval of this plan by the commanding officer 
and the offical fund distribution by higher authority on the 
NAVCOMPT Form 2168~1 the detailei financial plan must be 
submitted to higher authority. The actual overating budget 
is then issued to the command on a 2168-1 and this becomes 
the basis for any further submissions of reports and/or 
reclamas. 

Effective budget execution makes use of the managemen* 
reporting system (UMR) to constantly track the financial and 
workioad position of the command. This should provide ths 
information necessary for internal aijustments or repregran~ 
ming to meet the current conditions. Such reprogramming 
must be done within legal limitations, command priorities, 
and must te able to be justified to higher authority. When 
the budget execution program identifies a definite shortfail 
of funds areclama can b> supmit+2d to hichar authority. 
This reclama may or may not result in additional funds, that 
depends on a variety of factors. The reclamé must be well 
Gocumented, justified and competitivs. <Adqain the accounting 
and reporting system provides 4a portion of the zhe basis for 
the reclama. It must therefore be accurate and timely to 
provide the comptroller th2 necessary facts to develope the 
reclama. In a manner of speaking budget execution can best 
be seen as a constant process of review. The review in in 
two modes, the first is the informal command-level contin- 


uous review. 


De. CIVILIAN PERSONNEL MANAGEMENT IMPACTS 


RMS functions as a2 controi nechanism in the area of 
Civilian personnel management at the activity, clainant, 
DON, and DOD levels. This control nechanism takes the forn 
Of authorized civilian end strength for DOD, DON, claimants, 


and activities. Caveleameseasting is COontrolied by the uss 
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SEecelltnpg points, erd strength, (number of civilians on the 
payroll on 30 September) and funaed nan-years. Funded man- 
years is a concert of equating the doliars spent on civilian 
labor to a number cf full-time eqnivalent man-years. Ifa 
stable number of civilians were on board for a complete 
fiscal year (no vacancies or temporary 2mployess} han-years 
should equal end strength. However, if empioyees were added 
or temporary employees used to meet unusual demands or 
vacancies occurred during the year the man-years of employ- 
ment paid for may not equal end strength or ceiling points. 
igher authority uses 2 combination of the man-years and 
end-strength figures to set ceiling point numbers for activ- 
ities. A command where th2 man-year figure was consistently 
lower than the end strength couli be eéasily viewed as 
having too many ceiling points and vice versa. This type of 
control is used down the chain of command from OMB +o DOD, 
eemtene Claimant, and the activity. 

RMS, with 1ts reporting systen, contains information on 
@eavalian labor. The reports contain expenses for labor and 
number of personnel empioyed, thus oroviding higher 


mug@nGna-y the input for this control systen. 


Ee. CONCLUSION 


This manual has presented an overview to RMS from its 
lnception to the present day. BY highlighting some of the 
inter-relationships and available information the manual 
hoperully will provide the user an insight into RMS. iS 
not intended to be a detailed guide to the innerworkings of 


RMS but a ready reference to the overall systen. 
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